HB 1815-1— Filed 03/13/2003, 15:05

COMMITTEE REPORT

MR. PRESIDENT:

TheSenate Committeeon Finance, to which wasr eferred HouseBill No. 1815, hashad the sameunder
consideration and begsleavetoreport thesameback tothe Senatewith therecommendation that said bill
be AMENDED asfollows:
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Page 15, between lines 23 and 24, begin anew paragraph and insert:
"SECTION 30. IC 6-2.5-6-9 IS AMENDED TO READ AS
FOLLOWS [EFFECTIVE JANUARY 1, 2004]: Sec. 9. (& In
determining the amount of state gross retail and use taxes which he
must remit under section 7 of this chapter, a retail merchant shall,
subject to subsection (c), deduct from his gross retail income from
retail transactions made during aparticular reporting period, an amount
equal to his receivables which:
(2) resulted from retail transactions in which the retail merchant
did not collect the state grossretail or use tax from the purchaser;
(2) resulted from retail transactions on which the retail merchant
has previously paid the state grossretail or usetax liability tothe
department; and
(3) were written off as an uncollectible debt for federal tax
purposes under Section 166 of the Internal Revenue Code
during the particular reporting period.

(b) If aretail merchant deducts a receivable under subsection (a)
and subsequently collectsall or part of that receivable, then the retail
merchant shall include the amount collected as part of his grossretail
income from retail transactions for the particular reporting period in
which he makes the collection.
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(c) The following provisions apply to a deduction for a
receivabletreated as uncollectible debt under subsection (a):

(1) The deduction does not include interest.
(2) The amount of the deduction shall be determined in the
manner provided by Section 166 of the Internal Revenue
Codefor bad debts but shall be adjusted to exclude:

(A) financing charges or interest;

(B) salesor usetaxes charged on the purchase price;

(C) uncollectible amounts on property that remain in the

possession of theseller until thefull purchasepriceispaid,;

(D) expenses incurred in attempting to collect any debt;

and

(E) repossessed property.
(3) The deduction shall be claimed on the return for the
period during which the receivable is written off as
uncollectible in the claimant's books and records and is
eligible to be deducted for federal income tax purposes. For
pur posesof thissubdivision, aclaimant whoisnot requiredto
file federal income tax returns may deduct an uncollectible
receivable on a return filed for the period in which the
receivable is written off as uncollectible in the claimant's
books and records and would be eligible for a bad debt
deduction for federal income tax purposes if the claimant
wererequired to fileafederal incometax return.
(4) If the amount of uncollectible receivables claimed as a
deduction by a retail merchant for a particular reporting
period exceeds the amount of the retail merchant's taxable
salesfor that reporting period, theretail merchant may filea
refund claim under IC 6-8.1-9. However, the deadline for
refund claim shall be measured from the due date of the
returnfor thereporting period on whichthedeductionfor the
uncollectible receivables could first be claimed.
(5) If a retail merchant's filing responsibilities have been
assumed by a certified service provider (as defined in
IC 6-2.5-11-2), the certified service provider may claim, on
behalf of the retail merchant, any deduction or refund for
uncollectible receivables provided by this section. The
certified service provider must credit or refund the full
amount of any deduction or refund received to the retail
mer chant.
(6) For purposes of reporting a payment received on a
previously claimed uncollectible receivable, any payments
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made on a debt or account shall be applied first
proportionally to the taxable price of the property and the
state gross retail tax or use tax thereon, and secondly to
interest, service charges, and any other charges.
(7) A retail merchant claiming a deduction for an
uncollectible receivable may allocate that receivable among
the statesthat are member s of the streamlined sales and use
tax agreement if thebooksand recor dsof ther etail mer chant
support that allocation.".
Page 15, line 24, delete "IC 6-8.1-16" and insert "IC 6-2.5-12".
Page 15, line 27, delete "16." and insert "12.".
Page 19, between lines 29 and 30, begin anew paragraph andinsert:
"SECTION 32.1C 6-2.5-13ISADDED TO THE INDIANA CODE
AS A NEW CHAPTER TO READ AS FOLLOWS [EFFECTIVE
JANUARY 1, 2004]:
Chapter 13. General Sourcing Rules
Sec. 1. (a) As used in this section, the terms "receive" and
"receipt” mean:
(2) taking possession of tangible personal property;
(2) making first use of services; or
(3) taking possession or making first use of digital goods;
whichever comesfirst. Theterms"receive" and "receipt” do not
include possession by a shipping company on behalf of the
purchaser.
(b) This section:
(1) appliesregardless of the characterization of a product as
tangible personal property, adigital good, or a service;
(2) appliesonly tothedeter mination of aseller'sobligation to
pay or collect and remit a sales or usetax with respect tothe
seller'sretail sale of a product; and
(3) does not affect the obligation of a purchaser or lessee to
remit tax on the use of the product to thetaxingjurisdictions
of that use.
(c) Thissection doesnot apply to salesor usetaxeslevied onthe
following:
(1) Theretail sale or transfer of watercraft, modular homes,
manufactured homes, or mobile homes. Theseitemsmust be
sour ced according to the requirements of thisarticle.
(2) Theretail sale, excludingleaseor rental, of motor vehicles,
trailers, semitrailers, or aircraft that do not qualify as
transportation equipment, as defined in subsection (g). The
retail sale of these items shall be sourced according to the
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1 requirements of this article, and the lease or rental of these

2 items must be sour ced according to subsection (f).

3 (3) Telecommunications services, as set forth in IC 6-2.5-12,

4 shall be sour ced in accordance with 1C 6-2.5-12.

5 (d) Theretail sale, excluding lease or rental, of a product shall

6 be sour ced asfollows:

7 (1) When the product is received by the purchaser at a

8 business location of the seller, the sale is sourced to that

9 businesslocation.
10 (2) When the product is not received by the purchaser at a
11 business location of the seller, the sale is sourced to the
12 location wher e receipt by the purchaser (or the purchaser's
13 donee, designated as such by the pur chaser) occurs, including
14 the location indicated by instructions for delivery to the
15 purchaser (or donee), known to the seller.
16 (3) When subdivisions (1) and (2) do not apply, the sale is
17 sourced to the location indicated by an address for the
18 purchaser that is available from the business records of the
19 seller that aremaintainedintheordinary cour seof theseller's
20 business when use of this address does not constitute bad
21 faith.
22 (4) When subdivisions (1), (2), and (3) do not apply, thesaleis
23 sourced to the location indicated by an address for the
24 purchaser obtained during the consummation of the sale,
25 including theaddressof apurchaser'spayment instrument, if
26 no other addressis available, when use of this address does
27 not constitute bad faith.
28 (5) When none of the previousrulesof subdivision (1), (2), (3),
29 or (4) apply, including the circumstancein which the seller is
30 without sufficient information to apply the previous rules,
31 then the location will be determined by the address from
32 which tangible personal property was shipped, from which
33 the digital good or the computer software delivered
34 electronically was first available for transmission by the
35 seller, or from which the service was provided (disregarding
36 for these purposes any location that merely provided the
37 digital transfer of the product sold).
38 (e) Theleaseor rental of tangible per sonal property, other than
39 property identified in subsection (f) or (g), shall be sourced as
40 follows:
41 (1) For a lease or rental that requires recurring periodic
42 payments, thefirst periodic payment issourced thesameasa

AM 181502/DI 44+ 2003
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retail salein accor dancewith the provisionsof subsection (d).
Periodic payments made subsequent to thefirst payment are
sourced to the primary property location for each period
cover ed by the payment. Theprimary property location shall
beasindicated by an addressfor theproperty provided by the
lessee that is available to the lessor from its records
maintained in the ordinary course of business, when use of
this address does not constitute bad faith. The property
location shall not be altered by intermittent use at different
locations, such as use of business property that accompanies
employeeson businesstrips and service calls.
(2) For a lease or rental that does not require recurring
periodic payments, the payment issour ced thesameasar etail
sale in accordance with the provisions of subsection (d).
This subsection does not affect the imposition or computation of
sales or use tax on leases or rentals based on a lump sum or an
accelerated basis, or on the acquisition of property for lease.

(f) The lease or rental of motor vehicles, trailers, semitrailers,
or aircraft that do not qualify as transportation equipment, as
defined in subsection (g), shall be sourced asfollows:

(1) For a lease or rental that requires recurring periodic
payments, each periodic payment is sourced to the primary
property location. The primary property location shall be as
indicated by an address for the property provided by the
lessee that is available to the lessor from its records
maintained in the ordinary course of business, when use of
this addr ess does not constitute bad faith. Thislocation shall
not be altered by intermittent use at different locations.
(2) For a lease or rental that does not require recurring
periodicpayments, thepayment issour ced thesameasar etail
salein accordance with the provisions of subsection (d).
This subsection does not affect the imposition or computation of
sales or use tax on leases or rentals based on a lump sum or
accelerated basis, or on the acquisition of property for lease.

(9) Theretail sale, including lease or rental, of transportation
equipment shall be sour ced thesame asaretail salein accordance
with theprovisionsof subsection (d), notwithstandingtheexclusion
of lease or rental in subsection (d). As used in this subsection,
"transportation equipment” means any of the following:

(1) Locomotivesand railcarsthat areused for the carriage of
persons or property in interstate commer ce.
(2) Trucks and truck-tractors with a gross vehicle weight
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rating (GVWR) of ten thousand one (10,001) pounds or
greater, trailers, semitrailers, or passenger busesthat are:
(A) registered through thel nter national Registration Plan;
and
(B) operated under authority of a carrier authorized and
certificated by the U.S. Department of Transportation or
another federal authority to engage in the carriage of
personsor property in inter state commer ce.
(3) Aircraft that are operated by air carriersauthorized and
certificated by the U.S. Department of Transportation or
another federal or a foreign authority to engage in the
carriage of persons or property in interstate or foreign
commer ce.
(4) Containers designed for use on and component parts
attached or secured on theitems set forth in subdivisions (1)
through (3).
Sec. 2. (a) Notwithstanding section 1 of this chapter, a business
pur chaser that:
(1) isnot aholder of adirect pay permit; and
(2) knows at the time of its purchase of a digital good,
computer softwar e delivered electronically, or a service that
the digital good, computer software delivered electronically,
or servicewill be concurrently availablefor usein morethan
one (1) jurisdiction;
shall deliver to the seller in conjunction with its purchase a form
disclosing thisfact (" multiplepointsof use" or " MPU" exemption
form).

(b) Upon receipt of the MPU exemption form, the seller is
relieved of all obligation to collect, pay, or remit theapplicabletax
and the purchaser shall be obligated to collect, pay, or remit the
applicabletax on a direct pay basis.

(c) A purchaser delivering the MPU exemption form may use
any reasonable, but consistent and uniform, method of
apportionment that is supported by the purchaser's business
recordsasthey exist at the time of the consummation of the sale.

(d) The MPU exemption form remainsin effect for all future
sales by the seller to the purchaser (except asto the subsequent
sale's specific apportionment that is gover ned by the principle of
subsection (c) and thefacts existing at the time of the sale) until it
isrevoked in writing.

(e) A holder of a direct pay permit shall not be required to
deliver a MPU exemption form to the seller. A direct pay per mit
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holder shall follow the provisions of subsection (c) in apportioning
thetax dueon adigital good or a servicethat will be concurrently
available for usein morethan one (1) jurisdiction.

Sec. 3. (a) Notwithstanding section 1 of thischapter, apur chaser
of direct mail that is not a holder of a direct pay permit shall
provide to the seller in conjunction with the purchase either a
direct mail form or information to show thejurisdictionsto which
the direct mail isdelivered to recipients.

(b) Upon receipt of thedirect mail form, the seller isrelieved of
all obligationsto collect, pay, or remit the applicable tax and the
purchaser isobligated to pay or remit theapplicabletax on adirect
pay basis. A direct mail form remainsin effect for all future sales
of direct mail by the seller to the purchaser until it isrevoked in
writing.

(c) Upon receipt of infor mation from the pur chaser showingthe
jurisdictionstowhich thedirect mail isdelivered torecipients, the
seller shall collect the tax according to the delivery information
provided by the purchaser. Intheabsenceof bad faith, the seller is
relieved of any further obligation to collect tax on any transaction
wherethe seller has collected tax under the delivery information
provided by the purchaser.

(d) If the purchaser of direct mail does not have a direct pay
permit and does not provide the seller with either a direct mail
form or delivery information, as required by subsection (a), the
seller shall collect the tax according to section 1(d)(5) of this
chapter. Nothing in this subsection limitsa purchaser'sobligation
for sales or use tax to any state to which the direct mail is
delivered.

(e) If a purchaser of direct mail provides the seller with
documentation of direct pay authority, the purchaser shall not be
required to provide a direct mail form or delivery information to
the seller.”.

Renumber all SECTIONS consecutively.

(Reference isto HB 1815 as printed February 19, 2003.)
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and when so amended that said bill do pass.

Committee Vote: Yeas 13, NaysO.

Senator Borst, Chairperson
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